The paper examines compliances of the margin trading rules and regulations of the Stock Exchange by trading members while serving their clients in the securities market in India. The paper applies case study approach to study the trading practices of trading members on Indian Stock Exchange systems and identifies the nature of securities market's misuses and abuses. The paper identifies how trading members are violating and avoiding the regulatory compliances. The paper provides inputs for the development of appropriate regulatory framework for prevention of violations of rules and regulations in Indian securities market, prevention of capital market abuses and enables the investor protection. The limitation in a case study approach, the research findings and results may lack generalizability. The results may be generalized in the emerging markets. Hence, researchers are encouraged to study results further in other developed countries. The results provide critical perspectives on regulatory challenges and encourage the regulatory authorities to issue relevant guidelines to stock brokers to prevent from non-compliances of margin trading rules.
Introduction
Northern
Case Description
The appellant had a position of 48 Respondent submitted that it complied with all laws, rules, regulations, and circulars governing the relationship between a Trading Member and Client. Despite repeated SMS and oral communications over several days, the Appellant had failed to make full payment towards its liability (debit balance) with them by the respective due dates and had not taken delivery of the shares under reference. Hence, the Respondents had no option other than square off the long position by selling 46,600 shares of Tele Dial. Respondent submitted that it had the discretion to sell the securities including margin available without any notice at any time after T + 1 day if the client does not pay dues. In this case, the liquidation was effected on T + 5 day from first purchase date and T + 4 from second purchase date. The Appellant had ample opportunity to make full payment and take delivery. Appellate Tribunal came to a conclusion that the close out of 46,600 shares of 1 Estoppel is a legal principle that prevents a party from denying or alleging a certain factors owing to that party's previous conduct, allegation or denial. The rationale behind estoppel is to prevent injustice owing to inconsistency. 
Conclusions
It is interesting and surprising to note that the Respondent placed two sell orders for 46,600 quantity of shares within less one minute and these were sold within five minutes. These two sell orders have to match with the purchase orders in order to take place trades. It is pertinent to note that there were about 330 purchase orders to meet the two sell orders for 46,600 shares He ignored all alerts, warnings and demands raised by the Respondent. Respondent also requested and advised Appellant to reduce debit balance by selling stock for at least for thirty million so that risky situation could have been avoided. From the submissions, statements and presentations, it is observed that Respondent wanted to come out of the risky situation and avoid losses on account of Appellant's account. Respondent's Dealing Department, Risk Department and others tried to get some funds of INR 30 or 40 million or some addi-tional shares as collaterals [4] .
It is observed beyond any doubt that the Appellant was allowed to trade heavy volumes on intra days and high debit balances in its account. Respondent used to charge interest on these debit balances. Thus, Respondent earned interest income on these debit balances along with brokerage income. However, Respondent claimed that it is not an NBFC and it is not in the business of lending and earning interest income. But as per statements, Appellant had paid interest on its debit balances. The arrangement was existed and persisted from April 2016 to February 11, 2017. Respondent as well as Appellant accepted, adopted, and practiced the practice of funding till February 11, 2017. One can conclude that this arrangement is nothing but margin trading and under this arrangement, Respondent had taken shares of Southern Electronics and other holdings of shares purchased in the market as collaterals to calculate the margin levels and risk management purpose.
Recommendations
As per the extant rules and regulations of the Stock Exchanges and SEBI, stock margins and cash margins have to be considered while liquidating shares of client in margin trading. Respondent violated the trading rules of Stock Exchange by indulging in liquidating more shares rather than the required quantity to protect the losses of the Respondent. Client had suffered a loss of INR 30.00 million as a result of liquidation. In view of this, the loss on this account has to be borne by the Respondent, on the principles of equity, fairness and natural justice. Investor protection is an important ingredient for the growth and development of the securities markets in any country. The regulatory authorities of the securities markets have to identify and appoint arbitrators in the panel not only from the legal discipline but also experts from the securities market with strong domain knowledge of stock market operations [5] . The arbitrators have to consider and review not only the legal provisions and issues but also trading regulations, trading practices, and marketing techniques of the trading members to attract investors to the securities market. The arbitrators have to analyze the case matter in scientific and systematic way and pass the right, fair, equitable and speaking award on the principles of equity, fairness and natural justice. The results may be generalized in the emerging markets. Hence, researchers are encouraged to study results further in other developed countries.
In view of the foregoing submissions, hearings, documents and arguments of both the parties, and on the bases, its findings and conclusions, the panel of arbitrators set aside the award passed by earlier panel of arbitrators and passed an award that the Respondent was directed to pay an amount of INR 30.00 million (thirty million only) along with an interest of @ 12 percent per annum from the date of this award till payment (for the delayed period) to the Appellant.
